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' OATH OR AFFIRMATION

1, Scott A. Barnes N sww(or afﬁxm)thm,tothe.

bstofmyknowledgeandbdnfthcacwmpanymgfmanaalswemmtandmppomngxhedulspaumngtomefhmof
Investment Professionals, Inc. . as of
_December 31, 2001, are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any prOpnetary interest in any account classified soley as that of
a customer, except as follows:

e JALTSUR :
i\wiary Fublic o S
State of Texas & . ’

&

/2 My Commission Expires g

07-14-2002 o
%wwww%ewmwzemm«sw President

This report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
() Statement of Changes in Stockholders’ EqmtyorPamers orSoler;:mtor’sCapnal
(4} SmmcntofChangsmLabﬂmaSubordmatedtoClmmsofCrednors
(g) Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule '15¢3-3. :
(§) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rulc 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. '

k) AReooncihanonbetwecntheandnedandnnmdnedStatememsomeancxalCondxuonwnhmpecttomethodsofoon-
solidation.

() An Oath or Affirmation. |
(m) A copy of the SIPC Supplemental Report. : : ~
(n) Arepondmibmganymatermlmadequausfomdtomorfoundtohavemstzdsmeethedateofthepremnsaudn

0 800888 RKREAEERK

®O\

**For conditions of confidential treatment of certain portions of this ﬁling, see section- 240.1 7é-5(e)(3).
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R. D Harrlson CPA

Certzf ed Publzc Accountant '

'Board of Drrectors

' REPORT OF INDEPENDENT AUDITOR

Investment Professronals Inc
San Antomo Texas N

ANI have audited the accompanymg statement of ﬁnanc1al cond1t10n of Investment :
Professmnals TInc. as of December 31, 2001 and 2000 and the related statements of‘ -

income, changes in stockholders’ equity, changes in liabilities subordinated to the claims

* of general creditors and cash flows for the years then ended. These financial statements

are the responsibility of the Company’s management. My responsrblhty is to express an.

opinion on these financial statements based onmy audlt

I conducted my audlt in accordance wrth audrtmg standards generally accepted in the -

United States of America. Those standards require that I plan and perfonn the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. ~ An audit includes examining, on a test basis, evidence supportmg the .

‘amounts and disclosures in the financial statements. An audit also includes assessing the

accounting principles used and significant estimates made by management, as well as

~ evaluating the overall finarcial statement presentation. I beheve that my audrt prov1des a

reasonable basis for my oplmon .

In my oplmon the ﬁnanc1al statements referred to above present falrly, in all materral ,
respects, the financial position of Investment Professionals, Inc. as of December 31, 2001
and 2000, and the results of its operations and cash flows for the years then ended, in

“conformity with accountmg prmc1ples generally accepted in the Umted States of
: Amerrca ~

/QIBW

R D. Harrlson, CPA

._ February 22, 2002

1

P.O. Box 65076 -_San Antonio, Texas 78265-5076 - (830) 606-5634 - FAX (830) 606-5256

* Member Ar'ne'rican Institute of Certified Public Accountants _



' L1ab111t1es S : o X T
° Accourits payable and accrucd expenses . $ 74_10,590]_
Short positions - - 25375,
' Deferréd incometax . L 159.814. _
. Total Liabilities - - : T 595,779,
© Liabilities subordinated to claims of | S I
~ general creditors o oL L
- Stockholders’ equity: . o e

INVESTMENT PROFESSIONALS INC |
. Statement of Financial Condrtlon o
December 31 2001 and 2000

ASSETS -
001

Cash and cash equivalents . -~ - . . % 1, 472, 326{‘

* Accountsreceivable - . . - o0 - 439,358,
Prepaid expenses and dep051ts U Lo 234437,

~ Investment securities - . .. o . 2, 118 190.' ‘
*Furniture and equlpment net of accumulated o :

. depreciation of $283 527 m 2000 and $351 509

2000

§ 1,340,932,

°379,289.
144,338,
1,582,513

Cm2000 N L 248149 _
Totalassets e § 4,512,460;
Lo LIABILITIES AND STOCKHOLDERS EQUITY; |

278.716.

$  3.725.788.

C$ 302,226

- 37,873,

' Common stock, $0. 10 par value -
" Authorized 100,000 shares; 1ssued : ~
and outstanding 12,000 shares (mcludmg

* " shares held ‘in'treasury) N - - 1,200
Paid-in capital . 197,397

".‘Retamedearmngs 3455511

' Unrealized gain on investment. securltres o _' o ‘.4274,’9,08.

' Treasury stock (180 shares in 2000 and

447,907,

1,200,

181.864.

72,953,682, -
155,937,

150 shares 1n2001) . SR B ,(12 335)’-

(14 802)

3, 277 881

‘ j Totalstockholders equrty S 3916 681

Total hablhtles and stockholders equrty « '. $ 4 512 460" ‘

. 'See notes to financial statements. -

' 107.808. - -

§, 3mss



INVESTMENT PROFESSIONALS INC
L Statement of Income - _ :
Years Ended December 31 2001 and 2000

2001 |

CommissionIncome S 10551237.,

2000
$ 12,300,197,

7,467 064.‘_

Cnlearihg’ Charges and Cor’nrrvlissvio'rvl‘Expense. R ‘ _6, 293 643«.“V'

: NétCominiésien’Incdme P 425759,

4 833 133.

o "General and AdmmlstratlonExpenses (. R T 3,509.090. :
Taxable Income . T ‘L S '74'8,504..;,

‘Income‘Taxes‘ ‘ S SR .
" Current - . - e Co Lo ee 245,834, 0

| ,,3453 629,

474,830,

- Defered - .o © IR ) P
| e S oa6eTs.

; ‘Ne.tIactome‘. R 8 v5‘0==1_ 829.

- See notes to,ﬁﬁnanciaI‘Statemenfé. A B

$ 902424, -

1379.504.

2250, .
477.080. . -



. . - R . . L . . . . ‘

Before January 1, 2000,

[NVESTMENT PROFESSIONALS, INC.

Statement of Changes in Stockholders” Equlty

o Years Ended December 31 2001 and 2000 -

_ ‘Sale of stock (420 'sﬁares)' ﬂ

Comprehensrve Income

- Net Income

" Unrealized ga_in on -

- investment securities . -

N Comprehensrve
Income :

Balance December 31 2000

Sale of Stock (30 shares)

81,200,

Cominon - '-. Paid-in’

Retamed ‘
Earmngs

Investment

 Unrealized

.Gain'on
Treasury

Stock Total

- Stock ~ Capital

$ 83225,

s "2,051‘,258.

902424

. Securities®

3 (21,_'173);

(49 340) $2, 065, 170.'

34538
902,424,

177,110 SN b AL

1,200,

Comprehensrve Income -

- Net Income ’

‘ 'Unreahzed 'gam‘ on -
_investment securities. .-

" Comprehensive
‘ 1 lncome

Ba]ance December 31 2001

181,864. -

is,533.

2,953,683,

75‘0.1),8"2‘9. S o

18971

' 1,079,534,

155,937, (14,802) . 3,277,881,

L 24670 18,000
501,829,
s

| 620 800. -

s 1,200.

. $.197397.

$ 3455511,

*%45’274 908

§ ( 122335 ! § 32916,68

~ See notes to financial statements. ~

4

133,177



.. INVESTMENT PROFESSIONALS, INC.: .
" Statement of Changes in Liabilities Subordinated = .- =
. to the Claims of " General Creditors- .
Years Endcd December 31, 2001 and 2000

T -Subordmated habrhtles Januaryl 2000 L $ S
| 'Subordmated hab111t1es December 31 2000 o g - -

‘Subordmated habrlrtles December 31 2001 - - $ - - |

" See notes to financial statements.

‘;',5;‘ ‘
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OPERATING ACTIVITIES

R Federal mcome taxes paId m cash

INVESTMENT PROFESSIONALS INC
Statement of Cash Flows+ "

: Years Ended December 31 2001 and 2()()0

Net income -~ .. R
AdJustments to reconcrle net mcome to net LT
B cash used by operatlng actrvrtles - e
U “Depre01at10n " 3 e
“'.'Z:V\Deferred income tax - ST
e (Increase) in accounts recelvables e
' (Increase) in prepaId expenses and dep051ts
Increase (Decrease) in payables m

o NET CASH PROVIDED BY OPERATING ACTIVITIES

. INVESTING ACTIVITIES:

Purchase of i investment secuntIes AR PR
Purchase of ﬁ.u'mture and equrpment U e

NET CASH (U SED) BY INVESTING ACTIVITIES

FINANCING ACTIVITIES R
Saleofstock R

NET CASH PROVIDED BY FINAN CING ACTIVITIES "

INCREASE (DECREASE) ]N CASH AND CASH EQUIVALENTS, " ;:

Cash and’cash equrvalents at begmmng of year
CASH AND CASH EQUIVALENTS AT END OF YEAR

Interest cost pald in cash

B " See notes'to‘ffmanc'ial’ statenjrents; RS

- . ”_6’ -“’

00 1

e _'.'*jslf-'{.501 829;

o 92 071,
g4l

- (60 069)5 ‘ 'Ls,
oo

$ 902 424
87,735? o

‘ .".\;‘2?250;?‘,',‘ o
(132886)

(31,020)

: "(378‘0’39)' .
(6L504) -

(759, 46’8)“ L

(439 543) i

| “1*1»8‘6'003"

fgfi(895 572) R

18 000

131 394

(464 555) e

1 805 487

o 1340932»

§ 1,340,232
2 156

§ 541=582

‘(530 663)-' S

g 297 840 Do

36104 S

15’3 ‘17.7'," RN

133 177" S



INVESTMENT PROFESSIONALS INC eI T
SO Notes to Financial Statements .- CECEE LT P
i ,December_3l 2901 and 2000 -

:f_ ’ '{’NOTE A NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

- Nature of Busmess Investment Profess1onals Inc isa Texas corporatlon formed in o
1992, for -the purpose of conductmg business “as ‘a broker/dealer in securities. - The' Lo
‘Company serves primarily individual and institutional customers in Texas Oklahoma s
e Loulslana, Arkansas Kansas Nebraska, MlSSOllI'l and Tennessee RN e

: The Company operates under the provrs1ons of Paragraph (k)(2)(11) of Rule 15c3 3 of the S
- Securities and. Exchange Commission and, accordmgly, is exempt from the. remaining: -
- .. provisions of that Rule.. Essentmlly, the requrrements of Paragraph (k)(2)(u) prov1de that .
... ithe Company clear. all transact1ons on behalf of customers on a‘fully drsclosed bas1s with . - : ‘
o a clearmg broker/dealer; and promptly transmit ‘all customer funds and secuntles tothe: - =
* clearing broker/dealer. . The clearmg broker/dealer _carries all of the accounts of the - .
- customers-and maintains and preserves all related books and records as are customanly, o
o ‘kept by a clearmg broker/dealer S .

“ ,The followmg is a summary of the Company s srgmﬁcant accountmg pOllCleS o

- Secuntles Transact1ons and Trade Date Bas1s Secur1t1es Purchases Proprretary secur1t1es AT
o »-{'.transactlons commission revenue and related experises. are recorded on a trade date basis.
_.Liabilities for ‘trade date basis ‘purchases of securities, represent obhgatlons to the -
- vCompany ] clearmg broker for transactions executed but not- yet " settled” relatmg to
- securities purchased by the. Company and held for resale (secur1t1es owned) -Securities
- owned and securities sold, but not yet purchased are valued at market w1th the resultmg’
- "net unreahzed gams and losses included in earmngs of the current perrod :

Use of Estunates The preparatron of ﬁnanc1al statements requrres management to make o S
. estimates . and- assumptlons ‘that affect certain - reported amounts and d1sclosures e
L Accordmgly, actual results could d1ffer from these estrmates : ‘

: Cash Equlvalents For purposes of the statement of cash ﬂows the Company has deﬁned' -
- cash equivalents‘as short-term, hlghly liquid debt instruments purchased ‘with a matunty o
'of ‘three ‘months. or less, other"than securities held for sale in. the ordmary course of LT
e busmess The Company invests 1ts excess cash in money market funds L

Investment Secuntles Investment secur1t1es are classrﬁed as’ avallable for sale and -
* carried in 'the financial statements at fair value.- Realized: gains and losses, determined -
*‘using the spec1ﬁc 1dent1ﬁcat1on ‘method, are mcluded 1n earnmgs unreahzed gams and 5‘ S
losses are reported in other comprehenswe mcome S L oo '

7Furmture and Equmment Furmture and equ1pment 1s stated at cost or falr market value S
. at the date.of contribution, net of accumulated deprec1at10n Deprec1atlon is computed by - D
" the strarght hne method over five years : : : s
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o contmued

-

carrIeS all of the accounts of the customers of the Company and IS responsrble for ';- R

INVESTMENT PROFESSIONALS INC
S Notes to Fmanclal Statements C
December 31 2001 and 2000

NOTE A NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES {’f R

Income Taxes Deferred taxes are provrded on the 11ab111ty method whereby deferred tax .

. assets are: recogmzed for, deductlble temporary differences-and deferred-tax 11ab111t1es are e
recogmzed for taxable temporary differences. Temporary dlfferences are the dIfferences ST
between the reported amounts of assets and liabilities and” thelr tax bases Deferred tax:
E assets and habIhtIes are ad]usted for the effects of changes in tax laws and ates On the ’
) date of enactment : : : : _ ’

NOTE B NET CAPITAL REQUIREMENTS

The Company is subJect to the Securlttes and Exchange Comm15510n umform net caprtal R

~ rule (Rule 15¢3-1), thch requires the maintenance of a minimum amount of net ‘capital .

' and requires- that:the ratio of aggregate mdebtedness to net. cap1ta1 both as deﬁned £11%:11 S

" not exceed 15 to. 1.- Rule 15¢3-1 also provrdes that equity cap1ta1 may. not be withdrawn < . - -
‘orcash leldendS ‘paid :if the- resultmg net capital ratio Would exceed. 10 to 1. At: - .
December 31,2000 the Company ‘had net capital -and ‘net caprtal requlrements of 7 o~
~$2,236,583 and $250, 000; respectlvely The Company s net cap1ta1 ratio was 0.1833to 1.~~~
“At December 31, 2001, the' Company had net capital and net capital requrrements of’ o

$2 774 299 and $250 000 respectlvely The Company s net cap1ta1 ratIO was O 2056 to 1 |

NOTE C COMI\/IITMENTS

‘ The Company leases 1ts ofﬁce space under an operatmg lease agreement explrmg durmg ”

‘the’ year ending December 31,.2003. Rent _expense for the’ years- ended’ December 31,

2000 and 2001 was $161 642 and. $189 460, respectlvely, and. is mcluded n- general and.
admlmstratlve expenses in the: ‘accompanying statement of i income. At December 31, -

- 2001, the aggregate m1mmum rental commltments under thls operatmg lease were as’

follows

s T Year ended I N
December 31 Amount
<2002 $ 176 ooo

- 2003 135 OOO

L)

RISK

P As d1scussed in. Note A the Company s customers secur1t1es transactIons are mtroduced S |

on'a- fully-drsclosed basis with its, clearing’ broker/dealer ‘The: clearmg broker/dealer y

NOTE D - OFF BALANCE SHEET RISK AND CONCENTRATION OF CREDIT R



\'—‘.,_Deferred tax liabilities -

INVESTMENT PROFESSIONALS INC
. ~ Notes to Fmanc1al Statements |
L December 31 2001 and 2000

,'NOTE D OFF BALANCE SHEET RISK AND CONCENTRATION OF CREDIT
R RISK, contmued
Lo executlon collect1on of an payment of ﬁmds and recelpt and dehvery of secur1t1es -
-relat1ve to . custornér transactions.  Off-balance- sheet risk exists' with respect ‘to- these
;transactrons due to the possibility that customers may be unable to- fulfill their contractual -
' “commitments wherem the clearing broker/dealer may charge any losses it incurs 1o the
/ Company The Company seeks to minimize this risk- through procedures de51gned to. .

. "momtor the cred1t worthiness of its customers and that customer transact1ons are executed
o .properly by the clearmg broker/dealer ‘ :

[T As drscussed in Note A, the Company mvests 1ts excess cash in money market ﬁmds w1th AR
- its clearmg broker/dealer At December 31, 2001 such: investments were approxrmately
' $1,276,520. - These, mvestments are’ insured by the Securrtles Investors Protection
~ -Corporation - and by pr1vate insurance obtamed by the clearmg broker/dealer Any,
o amount not covered by suchi msurance is at nsk due to thlS concentratron of credlt r1sk

o -“”NOTE E- INVESTMENT SECURITIES AND SHORT POSITIONS

' ‘;f Cost. and fair value of mvestment secur1t1es and short posrtlons that are c1a551ﬁed as-
: f“ava1lable for’ sale” at December 31 2001 and 2000, are as follows

Gross ¥ f"l Fa1r

L < Cost Unreahzed Gam ‘ Value
2001 Sl T -
Equlty securltles . $"'l,y730,2;52. $ 387 938 $ 2, 118 190
Short posmons . (43.840) . - .. - 18.465. - (25, 375)

e i 15686,412 § 406,40 § 25092=81
2000 S '
Equlty secur1t1es ' $ 1 359, 444 $ 223 069 $ 1 582 513
Short pos1t10ns ‘ (51, 071) 13,198 - (37, 873)
SN § 1;3085373 § 236!267 § 12544264

' .,'f‘_‘The change in et unreahzed gam reduced by deferred federal mcome taxes ° on B
1 investment securities of $51, 165 in. 2000 and of $9l 257 in 2000 has been reported 1n e |
- __‘other comprehensrve income. .- - St e e

NOTE F FEDERAL INCOME TAXES

S | The deferred tax hab1l1ty of the Company at December 31 2001 and 2000 cons1sts of the v
R "_"followmg ' o

_ 001 B 2 oo
Unrealized gain- - '.fii $ 131495 s'» .-7”',80;330. e
- .Excess deprec1at10n T 28 319 o 27.478.

Net deferred tax hablhty $ 159 814 $ 107808
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R D Hamson CPA

— g Certzf ed Publzc Accoum‘ant

L e

REPORT OF INDEPENDENT 'AUDITOR ON THE SUPPLEMENTARY o
' INFORMATION -

o loard of Drrectors

'Investment Professronals Inc ‘ ;
B _‘-SanAntomo Texas

e fMy audlt was made for the purpose of formmg an opmlon on the bas1c ﬁnanmal ‘
© ' statements. taken as a whole The supplementary lnformatton contained in'Schedules' 1 =~ "~

and 2 is. presented for- purposes of additional analysis and is not-a required part of the

: ba51c financial statements, but is supplementary mformatlon required by-Rule 17a-5 of
‘the Securities and Exchange Comrmssmn Such information has béen subJected to the .

aud1t1ng procedures applied in the audit of the basic. ﬁnanmal statements and, ‘in my .
- opinion; is fairly stated in all materlal respects m relatlon to: the basw ﬁnancral statements e
V.takenasawhole c e e B

. RD. Harnson, CPA!

R U

© P.0/Box:65076 - San Antonio, Texas 782655076 - (830) 606-5634 - FAX (830) 606-5256 = . -

- MemberAmerlcan Institute of Certiﬁed Public Accountants - ‘,‘ .
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INVESTMENT PROFESSIONALS INC
Computatlon of Aggregate Indebtedness

December 31 2001 and 2000

/ f*Aggregate mdebtedness LT e e :

~ and Net Capital Under Rule 15¢3-1 - Schedule 1 S

m

Co Trade payable and accrued‘expenses L o \' .' $ 570 404‘

s 410034 -

Total aggregate mdebtedness - $ 570 404 ‘
Mlmmum requ1red net cap1tal _\ § 2505000:
S .:;Net capltal ‘_ o S - RS

S Stockholders equ1ty T $ 3 916 681-
”-Deductlons-* L e e

~ Accounts receivable - ; S f', '.262 542

Prepald expenses and dep051ts e 234, 437 _
. Furniture and equipment — net LT S 248 ‘149\;‘ o

Hall' cuts on SCCllI'ltleS owned

" Equity/Securities - 317,170 ah
Excessconcentrations , - . 054,554

$410034

So2s000
_;$, 3 277,88 15- -

332725
144338

; 278 716" '

MoneyMarketFunds e - "25530}

Net cap1ta1 ~'\-~* .- P A 2774 299

2236 583_ |

250 ooo'

' Mmlmum requlred net cap1tal " : 5" : 2 - 250 0002
Cap1tal in excess of mm1mum requlrement § 22524§299: \

T -FRatlo of aggregate mdebtedness to nét cap1ta1 : M

. 236 81’4?'_
26069
266

s 1§986;583k [
01833661
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‘:' R : j December 31 2001 and 2000

e INVESTMENT PROFESSIONALS INC
Reconcrhatron of the Computatlon of Aggregate Indebtedness

' " and Net Caprtal with that of the Reglstrant as . ‘}
Flled in Part ITA of Form X-17A-5~ Schedule

~J
;O“ e .
N ;.—o R : Do
1\)
(=]
<

_“:'Aggregate mdebtedness

Aggregate mdebtedneés as ‘amended and reported 5 -_; L
by registrant-in Part ITA of Form X-17A-5 as”
, of December 31 2001 and 2000 RN

Reductlon in 11ab1ht1es due to trade date adjustment‘* S S ‘~ - :"‘5’3\ ¢ 32 632)

o ,"-Aggregate mdebtedness as computed on Schedule 1 .' § 570,404 § 410&3

L »‘?Net capltal

" Net caprtal as amended and reported by the S e
7. registrant in Part ITA of Form X- 17A-5 as. .
of December 31 2001and 2000 ‘

i Addrtronal ﬁrm tradmg proﬁts and comm1ss1on 1ncome S

~ recorded,’ net.of related expenses based upon trade o R L ‘
dateba51s e LT e 28029 ' 21 012

B ' _Net capltal as computed on Schedule 1 § 2,774,29 § 2,236;58§

$ 570404 $ 442666{5"

it $2,746270. 82215571, .
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o A;R D Harr1son CPA

- _‘*Certlfed Publzc Accountant

~ Merber Ameriean Insifute of Certiied Public Accountants .

s ‘ ¢

. REPORT OF INDEPENDENT AUDITOR ON THE INTERNAL CONTROL STRUCTURE -

: - Board of Dlrectors .
- “Investment Profess1onals Inc
San Antomo Texas '

o In planmng and perforrmng my audrt of the ﬁnanclal statements of Investment Professwnals Inc

~ -~ for. the. year ended December 31, 2001, I considered .its mternal control. structure,’ mcludrng'_

S ‘procedures for’ safeguardmg securities, in order to determme my" audrtmg procedures for the 7.
- " purpose of expressmg my oplmon on ‘the ﬁnanc1al statements and not to prov1de assurance on the R

mternal control structure ' ' o : S . T

S »Also as reqmred by Rule 17a-5(g)(1) and (2) of the Secur1t1es and Exchange Comm1551on, I e

- have made a. study of the _practices and procedures (mcludmg tests of compliance with such -
" practices and procedures) followed by Investment Professionals; Inc. that I considéred relevant to - e
the objectives stated in Rule 17a-5(g), (1) in making the perlodtc computation of aggregate - .
" indebtedness and net - capital under Rule 17a-3(11)- and’ (2). ‘procedures  for’ determining .= - '

o ’comphance -with “exemptive provisions. of Rule 15¢3-3. 1 'did not review the: practices and o
;- procedures followed by the. Company ( 1) in making “the - quarterly - securities - €xaminations,. -~ .

. counts, verifications and’ comparisons,.and the récordation’of différences requlred by Rule 17a-

- 13; () in. complymg with the requirements- for. prompt payment for ‘securities. under Section 8 of SO

T Regulation T of the Board of Governors of the Federal Reserve. System and (3)in obtalmng and - R

- maintaining . physrcal possession or control of all- fully pa1d and excess margin securities Of.::f )

. custoiners as required by Rule 15¢3-3 bécause the Company does not carry. securlty accounts for e

R customers or perforrn custod1a1 functlons relatmg to customer securltles ' '

N The management of the Company is respon51ble for estabhshmg and mamtalmng an mternal A
. control structure and- the practices and procedures referred. to in the. precedmg paragraph.. In- o
- fulfilling this respons1b111ty, estimates and. judgments by management are required to assess: the -
-expected’ beneﬁts and related costs of mternal control’ structure pohcres and- procedures and of .
. the practices and procedures referred to in the preceding paragraph and to’ assess whether those . - .
. practices ‘and procedures' can be expected to- achieve  the. Commission’s. above- mentioned -
?_objectrves Two of the objectrves of an mternal control ‘stricture. and the practlces and e
o procedures are to prov1de management w1th reasonable but not absolute, assurance that assets s
o for- ‘which the Company has responsibility are safe- guarded against loss from unauthorlzed useor. . :
- disposition_ and.that transactions aré. executed in accordance with management s authorrzatlon : e
"~ " and recorded properly to perrmt preparation of ﬁnancral statement in conformrty with generally AT
o - . accepted. accountmg prmcrples Rule 17a—5(g) 11sts addrtlonal obJectlves of the practlces and'} e
SR procedures hsted in the precedmg paragraph

P 0. Box 65076 San Antomo Texas 78265 5076 (830) 606 5634 - FAX 6330) 606 5256
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. Because of mherent hrmtatlons in any mtemal control structure or. the practlces and procedures: v

" referred to.above, ITOrs Of 1rregu1ar1t1es may occur and not. be detected Also proyectlon of any- SO
gevaluatlon of them to. future periods’ is subject to the risk that they may become madequate‘;’ Do
. because of changes in. condltrons or that the eﬁ'ectrveness of the1r desrgn and operatlon may, e
i -':“'detenorate SRR T L S o S

g “,‘My con51derat10n of the mternal control structure would not necessarlly dlSClOSC all matters in -
- .. the-internal’ ¢control structure that rmght be material weaknesses under standards established: by o
.. 'the American Institute of Certlﬁed Public, Accountants. A materlal weakness, is. a condltlon an Lo
" - which the des1gn or operatlon of the specrﬁc mtemal control structure element’ does not reduce to . .
" a relatively low level the risk that errors or 1rregular1t1es in amounts’ that would be material in

, “relatlon to the ﬁnancral statements being audited. may occur and not be detected within a. trmely-' R

. period by employees in the normal: course of performmg their a531gned funictions. . However, I -

R D. Hamson, CPA

’:February 22 2002 S ST T e e

,‘ .. noted no ‘matters- mvolvmg the internal control structure, including pprocedures for detemnnrngf”
L comphance ‘with the exemptlon prov1510ns of Rule 15c3 3, that I consrder to, be materlal‘ a
'weaknessesasdefmed above ' : VL e ' W

' 'I understand that practrces and procedures that accomphsh the objectlves referred to in the”f‘ .
S second paragraph of this Teport: are.considered by the Commlssron to be adequate. for its purposes‘ A
- in accordance with -the Securities Exchange . Act - of 1934 ‘and related regulatlons and that . .
. practices and procedures that do not: accomphsh such objectrves in all materlal respects, indicatea -

. material. madequacy for such purposes. -Based on’ th1s understanding 'and .on ‘my study, I believe: - .7

. that the Company s practlces and’ procedures were adequate at December 31 2001 to meet the AR

i Commlssmn SOb_]eCtIVCS L o ;i - . A

‘Thrs report is mtended solely for the use. of management the Securrtles and Exchange‘_ N :
».Commrssron arid the National - Assoc1atron of Securities Dealers; Inc.,- and other regulatory'['- .

agenmes which: rely on Rule 17a-5(g) under the Securltres Exchange Act of 1934 and should not ‘

n ’ - ‘be used for any other purpose




